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EXECUTIVE COMMITTEE MEETING NO, 12

Monday, 13 August 1962 = 3:00 p. m.

Present were: Mr. McCone
General Carter
Mr. Helms
Mr. Cline
Dr. Scoville
Mr. Sheldon for DD/I
Mr. Lloyd for DD/S
Mr. Kirkpatrick
Mr. Earman
Mr. Bross
Mr. Warner for General Counsel
Mr. R. Jack Smith

25X1 Mr. Abbot Smith

1. SAC Dissent of Intelligence Community Estimates

Mr. McCone recounted a luncheon conversation with Air
Force Secretary Zuchert and Generals LeMay and McKee concerning
SAC estimates relative to Soviet ICBM capabilities. Although General
Breitweiser's estimates are on the low side, according to General
LeMay, they are still lower than those of General Powers who is
critical of NIE 11-8. Mr. McCone feels that we should be prepared
to go with General LeMay to Omaha to talk to General Powers.

General Carter suggested, since the SAC people are
disputing the National Board of Estimates figures, which the USIB
approved (with noted dissents by the Air Force and the Army) and
which the Hyland Panel reviewed and supported, that the SAC people
be invited here. Or, as General Carter further suggested, possibly
they could all meet at Colorado Springs with General Gerhart of
NORAD which would place the discussions in a neutral atmosphere.
NORAD also have their own estimates.

Dr. R. Jack Smith, noting the smokescreen demonstra-

tion effect of SAC briefings, feels that SAC will not deal with the
estimates substantively because SAC considers this a command

problem rather than a substantive problem. Evidence makes no
impression upon them, he believes.

-

State Department review completed
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Other members, voicing general unanimity, described
SAC's estimates of ICBM launching sites, as opposed to the number
of launchers identified by other members of the intelligence commu-
nity, as ''camouflaged subordination'' and theatrical presentations. "

2. Hanson Baldwin Article

In discussing the Hanson Baldwin article, Mr. McCone
revealed that the Baker assessment considers it a damaging expo-
sure. Calling the FBI in on these investigations is a mistake,
according to the DCI. Mr. McCone requested a recommended action.
Mr. Kirkpatrick stated that Mr. | lis already working on 25X1
this, and it would be ready by Wednesday, the 15th.

3. NSAM 173 Concerning 'Interdepartmental Field Visits"

Mr. McCone described his differences with the concept of
investigation or inspection of Agency clandestine gctivities. of review
of Agency directives and 25X1
He asked Mr. KirkpatricK 6 identity, through State Assistant Secretary
Orrick, the caliber of State representatives and recommended we select
senior officials form the DD/I rather than the DD/P as our representa-
tives. He also said that we should match State level-for-level.

4. Early Retirement

While discussing the program of implementing legislation,
Mr. Bross received a telephone call from Mr. Amory informing him
that the Bureau of the Budget has no objection to the legislation. The
package now goes to the Speaker and to the President of the Senate.

5. Funding of NPIC

At a recent meeting of the Financial and Policy Budget
Committee, the question of future funding of NPIC was discussed. A
study group, headed by Budget Officer | | recommended 25X1
that the Department of Defense should continue to render technical
support to NPIC, but that it would be impractical to look to the
Defense Department for an increase in funds over which they now
contribute. There was a split in the FPB Committee as to whether
the Department of Defense should pay up to one half of the costs of
NPIC and contribute up to one half of the support personnel.
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Mr. Sheldon observed that the Bureau of the Budget is
interested in keeping DIA from setting up a competing organization
to NPIC; and, Dr. Scoville noted that, based upon Agency-imposed
ceilings on funds and personnel, it will take relatively more of each
during succeeding years.

Mr. McCone, perceiving a basic problem of control of
a national intelligence facility and asset, directed Mr. Bross and
Dr. Scoville to ferret out what we are spending on reconnaisance.
In the meantime, Mr. McCone authorized our continued picking up
the tab for NPIC.

25X1

Executive Secretary
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CENTRAL INTELLIGENCE AGENCY
WASHINGTON 25. D.-C.

OFFICE OF THE DIRECTOR

7 August 1962

Honorable David E. Bell
Director

Bureau of the Budget
Washington 25, D. C.

Dear Mr. Bell:

In his letter to you of 2 August 1962, the Director of Central
Intelligence submitted for clearance by the Bureau of the Budget a
draft bill "To amend the Central Intelligence Agency Act of 1949, as
amended, and for other purposes." Enclosed as Attachment L is an
estimate of the costs of the proposed legislation prepared by the
Agency after discussion with persons experienced in the field in the
Department of State and the Civil Service Commission.

For your assistance in consldering the proposed bill, there is
enclosed, as Attachment 2, a chart which is a comparison of the
pertinent provisions of the Forelgn Service Retirement System and the
Civil Service Retirement Act. This chart is based on a similar chart
eppearing in the Report of the House Committee on Foreign Affairs in
the 2nd session of the 86th Congress. The chart was prepared at that
time in connection with proposed amendments to the Foreign Service
Act of 1946, as emended, relating to the retirement system which pro-
posals were subsequently enacted into law. Enclosed as Attachment 3
are selected cases which illustrate the annuities payable in various
situations under the Forelgn Service Retirement System as contrasted
with the Civil Service Retirement Act.

25X1

SECRET ‘
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qualified under the Agency criteria to come within the proposed
retirement system. Simply servinog a tour abroad will not auto-
matically or of itself qualify an individual for coverage under
the new system. Of the total group, we have estimated that a
meximum of only 4500 will demonstrate the required career
orientation and fully satisfy the eligibility criterla. This
reflects the Agency concept of strict application of the criteris.

I would like to express my appreciation for the efforts of

your office in assisting the Agency and the prompt attention
which our request has received.

Faithfully yours,

Marshall 8. Carter
Lieutenant General, USA
Acting Director

Enclosures - 3
Att 1

Att 2
Att 3

SECRET
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EARLY RETIREMENT FROPOSAL

RESUME

1. Purpose of proposed bill: To improve CIA's retirement program by authoriz-
ing the establishment of & system corresponding to the Foreign Service system
for certain limited numbers of employees.

2, Problem: Civil Service retirement system applicable to Agency employees
makes inadeffjuate provision for those officers whose careers must be shortened
because of the specilal requirements and conditions of Agency service.

3. Discussion:

a. Need for careerists: CIA requires people possessing unlque qualifi-
cations and motivation who must be trained and developed through service with
the Agency in highly specialized fields of endeavor. Moreover, these people
are obligated to serve when and where they are needed at the Agency's direc-
tion, as are members of the military and the Foreign Service.

b. Requirements and conditions of service which shorten careers:

(1) Stresses and streins of service in foreign intelligence opera-
tions require a high degree of such youthful characteristics as vigor,
vitality, endurance, and adaptabillty.

(2) The utility of an officer in overseas service is inhibited or
destroyed if his cover is "blown.” However, the longer an officer serves
under cover, the greater the risk that his true employment affiliation will
be inadvertently revealed to or inferred by hostile parties.

(4) "Motivational exhaustion” limits the individual's abllity and
desire to remain in overseas operaticns for a full career span. It is
defined as a gradual lessening of interest and enthusiasm which results
from impingements on personal and family life occasioned by the transient
nature of assigmments, complications and restrictions of "living one's cover, "
and intrusions on family life of performing cover and Agency Jjobs concur-
rently.

(5) Health hazards result in physical impediments affecting an
officer or & member of his family which limit or preclude overseas service.

c. Need to adjust to changing personnel requirements: The dynamic nature
of intelligence operations produces sudden and sometimes radical shifts in the
types of persomnel required. Completion of a mission of a temporary nature or
a shift in emphasis or direction of operations may result in an overabundance

GROUP I

EXCLUDED FROM
AUTOMATIC DOWNGRADING
ATD DRNTASSTFICATTON

5-E-C~-R-E-T
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of officers who are skilled in a relatively narrow field of operations. Such
changes cannot always be met by retraining of the indilviduals whose primary
qualifications thus become obsolete or unneeded and they become "occupationally
surplus.” PFor example, the responsibility of the Agency for covert cold war
functions and continuance of counter-insurgency activities require the Agency
to employ numbers of individuals whose skills are not necessarily adaptable

to full-term careers.

d. Adequate provision for retirement in a program of managed attrition:
As a result of the factors described above, the Agency finds 1t increasingly
necessary to Impose manpower controls to ensure appropriate aligment as to
age, qualifications, and other characteriastics of the body of employees engaged
in foreign intelligence operationa. Imbalances shculd be and have been cor-
rected by the reassigmment wilhin the Agency of those officers who cannot or
should not continue in such work. However, encouraged and induced attrition
will also be necessary. Intelligence skills are not readily transferrable to
other fields of work and careerists who must enter other fields encounter
difficulty in mainteining a salary level comparable to that attained @uring
thelr intelligence careers. Therefore, a program of managed attrition must
be linked to & system of retirement berefita which ere sufficient to induce
an individusl to take the risk of belng sepnrated before serving a full-term
career.

4. Adaptability of Foreign Service retirement system to Agency's needs: In

addition to the special requirements of cover and security vwhich are applicable 25X
to Agency employment, those individuanls engaged in foreign intelligence opera-

tions are sublect to essentially the same conditions of gservice which were the

basls for the Forelgn Service retircment system. /

25X1

25X1

6. Cost estimates: When the propcsed retirement progrem is fully developed,

5-E-C-R-E-T
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2 August 1962

Honorable Devid E. Bell
Director

Bureau of the Budget
Waghington, D. C.

Dear Mr. Bell:

In accordance with Buresu of the Budget Circular A-19, revised,
there are enclosed four copies of a draft bill, "To amend the Central
Intelligence Agency Act of 1949, ss smended, and for other purposes.”
This bill is submitted for clearance by the Bureau of the Budget prior
to submission to the Congress. Also enclosed are copies of the expla-
nation and justification which are necessarily classified EECRET,
together with proposed letters of transmittsl to the President of the
Benate and the Spesker of the House.

The proposed leglslation would authorize the Director of Centreal
Intelligence to establish e retlrament and disabllity system corre-
sponding to that available to Forelgn Service Officers for certain
limited numbers of Agency employees. We have studied most carefully
the subject of an sppropriate retirement program for these employees
and have coacluded that the propcsed bill would fulfill our require-
menta. Conseguently, I consider ite ensctment into law essentlal to
the effective performance of our mission.

I am aware of the normal procedures required in the processing of
proposed legislation. I believe this bill warrants speclal considera-
tion and I urgently request you to give this matter high priority since
we are hopeful of having leglslation introduced and passed in this
sesslon of the Congress. If there 1s aany additional information needed
or 1f there is any way this Agency can assist in your conaideration of
the proposed bill, I assure you of our willingness to cooperate in
every way possible.

Sincerely,

/s/

John A. McCone
Director

Enclosures - 4

8-E~C~R-E-T
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A BILL

To smend the Central Intelligence Agency Act of 1949, as amended, and

for other purposes.

Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled, That this Act may be cited

as the "Central Intelligence Agency Act Amendments of 1962."

Sec. 2. Bection 4 of the Central Intelligence Agency Act of 1949,
as amended, and the heading thereto is amended to read as follows:

"0fficer and Employee Allowances and Benefits

"Sec. 4. In the performance of the functions of the Central
Intelligence Agency, the Director is authorized:

(a) ‘to adopt or epply to offlcers and employees of the
Agency such provisions, as he may determine to be necessary
and appropriate, of the Foreign Service Act of 1946, as
heretofore or hereafter amended, and of any other law
vrertaining specifically, or generally applicable, to
Forelgn Service officers, Foreign Service reserve officers,
and Foreign Service staff officers and employees;

(b) to exercise with respect to officers and employees
of the Agency such authoritiles, as he may determine to be
necessary and appropriate, avallable to the Secretary of
State under provisions of any such laws in order to make

avallable to Agency officers and employees similar benefits,

rights, privileges, and allowances authorized thereunder;

Approved For Release 2004/01/05 : CIA-RDP80B01676R002400030005-0
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(c) to prescribe regulations for the granting of officer

and employee allowances and benefits and for the exercise

of the authorities set forth in thils section.”

Sec. 3. BSectlon 5 of the Central Intelligence Agency Act of 1949,
as amended, 1s amended by the addition of a new paragraph (g) as follows:

"(g) Under such regulations as the Director may prescribe the
Director is authorized to exercise the suthority available to the Secretary
of State with respect to the establishment of a retirement and disability
system under Title VIII of the Foreign Service Act of 1946, as heretofore
or hereafter smended, in order to establish a corresponding retirement and
disabillty system for such indlviduals and classes or groups of Agency

officers and employces as he may designate from time to time."

Approved For Release 2004/01/05 : CIA-RDP80B01676R002400030005-0
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EXPLANATION ARD JUBTIFICATION
1. Purpose of Proposed Bill

a. The proposed bill permits the Central Intelligence Agency to improve
its retirement program by authorizing the establishment of & retirement
system corresponding to that of the Foreign Service. The Agency needs to
attract and retain e force of highly qualified eareerists Iin spite of its
inability in fact to provide full-term cereers for many individual officers.
In order to minimize the adverse effects of necessary programs of managed
attrition and to preserve its ebillity to recruit and retain the high caliber
personnel it needs, the Agency must meke ressonsble provision for the future
of those individuals who must be separated before completing a full-term
career of thirty or so years. Therefore, Section 3 of the proposed bill adds
a new paregreph (g) to Bection 5 of the Cemtral Imtelligence Agency Act of
1949, as amended, authoriging the Director of Central Intelligence to exer-
cise the authority available to the Secretary of State under Title VIII of
the Forelgn Bervice Aet of 1946, as amended, in order to establish a retire-
ment and disability system corresponding to that aveilable to Foreign Sexvice
Officers for limited numbers of Agency employees.

b. 8ince all provisions pertaining to the retirement of Foreign Bervice
Officers are not contained in Title VIII of the Foreign Bervice Act and since
it is possible that future esmendments relating to retirement may cccur else-
vhere than in Title VIII, it is necessary to make general provision for the
Director of Central Intelligence to adopt provisions of law applicable to
Foreign Service Officers for Agency employees. Additionally, most of the
basic travel allowsnces and overseas benefits avellable to Forelgn Service
personnel are authorized for Agency employees by existing Bection 4 of the
Central Intelligence Agency Act of 1949, as amended. However, amendments
to the Foreign Service Act over the years have of necessity required the
Agency to seek legislation periodically in order to keep such authorities
up to date and uniform with those availsble to Foreign Service personnel.
Consequently, it is now proposed that the existing 3ection 4 of the Cenmtral
Intelligence Agency Act be reacinded by 8ection 2 of the proposed bill. In
lieu of the rescinded authorities, the new Section 4 of the Central Intelli-
gence Agency Aet authorizes the Director to adopt and apply to Agency
employees provieions of law gpplicable to Foreilgn Sexvice persommel and to
exercise with respect to Agency employees the authority available to the
Secretary of State for the purpose of having Agency employees accorded
appropriate benefits, rights, and allowances now suthorized for Foreign
Service Officers.

2. Problem

All regular employees of the Central Intelligence Agency are et present
covered by the provisions of the Civil Bervice Retirement Act. Such coversge
is appropriate for those whose conditions, obligations, and terms of service
are camparable to those of federal employees generally. However, the Agency
has & serious problem in ite need to meke more adequate provision for certain

8-E-C-R-E-T GROUP 1. Excluded from

automatie downgrading
and desalsssification.
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of 1ts employees who should be retired at an earlier age and with a more
equitable anmuity than can be provided under the Civil Service Retirement
Act. This need stems from the fact that the Agency cannot provide to or
expect from many individuals in its service a full-term working career of
thirty or so years.

3. Background

&. The conditions underlying this situation are camplex. For some
Yyears, the Agency has recognized that it faces a serious dilemma. On the
one hand, the nature of ite mission requires the employment of very highly
qualified and motivated people and their contimuing training snd development
over the years 1ln highly specialirzed and esoteric fields of endeavor. In
brief, career employment is esgsentlal to fulfill the mejority of the Agency's
requirements for personnel. On the other hand, factors directly relsted to
the nature and conditions of service in foreign imtelligence operations and
factors affecting the capabllity and desirs of individuals to remain in such
work on a long-term besis meke it infessible to provide full-texrm career
employment for all cereerists.

b. The nature of the work involved in the Agency's operatians requires
pecple who have & high degree of vigor, vitality, endurance, resilience, and
adaptability. BSuch traits are required to cope with the astresses and strains
occasioned hy uneven and uncertain hours and dsys of work, duty in unheslth-
ful locations with less than adequate medical facilities, and arduous and,
not infrequently, hazardous assignments. In summary, the nature of the
Agency's mission requires people who accept the obligatiom to serve anywhere
in the world and to be available for duty on a 24-hour-s-day basis.

25X1

d. There are other factors pertaining to the individuals themselves which ’
over the years, limit their ability and desire to continue in overseas intel-
ligence operations. First, there is "motivational exbaustion.” This term is
used to describe a gradual lessening of interest and enthusiasm of an officer
as & result of impingements on his personal and femily life. These stem frem

2

g-B-C-R-E-T
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the transient nature of his assignments, the complications and restrictions of
cover and security requirements, and intruslions on his famlly life occasioned
by the requirement that he spend his apparent "leisure time" in performing
additional Agency duties after completing his cover workday. Further, while
all Agency employees are subject to security restrictions which place severe
limitations on theilr personal freedoms, employees serving abroad are subject
to even greater restrietions and, in addition, must conduct their personal
affeirs in a manner consistent with thelr cover employment. These factors
tend to lessen the enthusiasm and willingness of the family to accompany the
officer on further asgigmments overseas. Lastly, our experience has shown
that many employees or members of their families will in time incur physical
impediments which limit or preclude further sssignment oversess.

e. In eddition to providing for separation ahort of a& full-term career
for those officers who are affected by the factors described above, the Agency
must &lso be equipped to deal with sudden and sometimes radical shifts in the
types of personnel required. These shifts cannot always be met by retraining
of personnel whose primary qualifications thus become cbsolete or unnecessary
and they become "occupationally surplus.”

4, Manpower Control

a. The Agency finds 1t increasslngly necessary to impose manpower con-
trols to ensure appropriate aligmment as to age, qualifications, and other
characteristics of the body of employees engaged in conducting or supporting
forelgn intelligence operations. Insofar as possible, imbalances should end
will be corrected by the reassigmment of officers who cannot or should not
continue in such work to other fields of work in the Agency. It is a cer-
tainty, nonetheless, that encouraged and induced attrition will be necessary.
A program of managed attrition, however, is feasible only if it is linked with
a8 system of retirement beneflits which are sufficient to induce an employee or
a prospective employese to teke the risk that he may be one of those individuals
vho cannot serve a full-term career.

b. The seriousness of this risek to the individual is greatly augmented by
the Aifficulty which he will encounter in effecting & transfer from intelli-
gence operations to other government or commercial fields. The principal
reason for this 1s that the special skills required for intelligence work are
not ordinarily required in cther fields. Other reasons are the inability of
enployees for cover and security reasons to describe or confirm to a prospec-
tive employer the scope and level of his duties and responsibilities. Further,
there is a reluctance on the part of other employers, both government and
private, wvho are engeged in business overseas to hire a former intelligence
officer. This reluctance stems from their concern that the attitudes of
foreign officials toward their enterprises might be adversely affected if they
were known to employ “"former spies.”

3
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c. As part of its manpower control program, the Agency has instituted
administrative procedures for identifying employees who becoms surplus to
its needs because of the several factors described above and has recently
engaged in an exercise which will result in the separation of approximately
150 such individuals. This process was made the more painful because of the
relatively inadequate assistance which the Agency could offer those separated
in meking occupational transfers or in retiring prematurely. The benefits
available were limited to those provided under the discontinued service pro-
visions of the Civil Service Retirement Act and to modest separation compen-
sation payments from the Agency related to years of service and salary.

5. Proposed Retirement System

a. In order to minimize the adverse effects of such programs on the
Agency's ability to recrult and retain the caliber of personnel needed, and
particularly to minimize their effects on the dedicated personnel already
in the service of the Agency, better provision must be made for the futures
of those individuals who are separated before completing a full-term career.
An important means for doing so 1s to establish a retirement system permitting
earlier retirement with a more nearly adequate and equitable snmuity than is
possible under the Civil Service Retirement System. The Foreign Service
system 1s more sultable for Agency employees whose careers are concerned with
intellipence operations. Aside from the additional special requirements of
cover and security in CIA, these employees are subject to essentlally the
same conditions of service which were the basis for the development of the

Foreign Service retirement system, |

b. Such a retirement system would not be appropriate for all Agency
employees and it is not the Agency's intention in requesting authority to
establish such a system to apply it to all employees, The essentisl criteria
for coverage under the proposed retirement system would be as follows:

(1) Career employees whose duties and responsibilities are predomi -
nantly concerned with the conduct and support of intelligence operations in
forelgn countries or with covert support in the United States of such
operations under comparable conditions.

(2) Career employees whose duties are so specialized that they are
placed at s speclal disadvantage when required to seek other employment.

6. Estimated Number of Employees under Proposed System

S<E~C-R-E-T
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b. During the past year the average age of Agency personnel who retired
under the Civil Service Retirement System was 66. We hope, in time, to lower
the average retirement age of those under the new retirement system to about,
55 years which is comparable to the average retirement sage in the Foreign
Service.

T. Cost Estimates

2. There will be certain increased costs for the administration of the
retirement system which will be dependent upon the method by which the system
is actually administered. There are two alternative methods of administering
the system under consideration but final determination of the method will
require further study of the security and other problems inherent in the
administration of the program.

(1) The first of these methods would be by satelliting the funding
of the program on a current retirement fund., If this method of funding were
used it is anticipated that there would be minimum incresased costs of adminis-
tration of the part of the retirement system involved. Internal administration,
however, which would involve identification of individuals under either the
Clvil Service Retirement System or the CIA Retirement System, would require
some increased costs within the Agency./ 25X1

b. There would be certain increased costs resulting from early retirements
and the increased retirement rates granted individuals retiring under the CIA
retirement program as opposed to the Civil Service retirement program. The
amount. of the increased costs during the e arly years would be quite nominal
depending on the number of retirees but would increase as the magnitude of
retirements as outlined in paragraph 6 developed.

5
8-E~C~R-E-T
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Honorable Iymdon B. Johnson
President of the Sensate
Washington, D. C.

Desr Mr. Johnson:

- This letter transmits for the consideration of the Congress a proposed
amendment to the Central Intelligence Agency Act of 1949, as amended. The
proposed bill permits the Agency to lmprove 1ts retirement program by
authorizing the establishment of a retirement system corresponding to that
of the Foreign Service. The Central Intelligence Agency needs to attract
and retain a force of highly qualified careerists in spite of its inabllity
in fact to provide full-term careers for many indlvidual officers. In order
to minimize the adverse effects of necespary programs of managed attrition
and to preserve 1ts ability to recrult and retain the high caliber psrsonnel
it needs, the Agency must mske reasonable provision for the future of thoge
individusls who must be separated before completing a full-term career of
thirty or so years. Therefore, Section 3 of the proposed bill adds a new
paragraph (g) to SBection 5 of the Central Intelligence Agency Act of 1949,
as amended, authorizing the Director of Central Intelligence to exercise
the authority avallable to the Secretary of State under Title VIII of the
Foreign Service Act of 1946, as amended, in order to establish a retirement
and disabllity system corresponding to that available to Forelgn Service
Officers for a limited number of Agency employees.

Since all provisions pertaining to the retirement of Foreign Service
Officers are not contained in Title VIII of the Foreign Service Act and
since 1t 1s possible that future amendments relating to retirement may
occur elsevhare than in Title VIII, it is necessary to make general pro-
vision for the Director of Central Intelligence to adopt proviasions of
law applicable to Foreign Service Officers for Agency employees. Addition-
ally, mest of the basic travel allowancass and overseas benefits available
to Foreigun Service personnel are authorized for Agency employees by existing
Section 4 of the Central Intelligence Agency Act of 1949, as amended. How-
ever, amendments to the Forelgn Service Act over the years have of necessity
required the Agency to seek legislation pericdically in order to keep such
authorities up to date end uniform with those available to Foreign Service
personnel. Conssquently, it is now proposed that the existing Section 4
of the Central Intelligence Agency Act be rescinded by Section 2 of the
proposed bill. In lieu of the rescinded authorities, the new Section & of
the Central Intelligence Agency Act authorizee the Director to adopt and
apply to Agency employees provisions of law applicable to Forelgn Service
personnel and to exercise with respect to Agency employees the authority
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avallable to the Secretary of State for the purpose of having Agency
employees accorded sppropriste benefits, rights, and allowences now
authorized for Foreign Service COfficers.

We conslder ensctment of the proposed bill to be essential to the
effective performance of our mission and would appreclste early and
favorsble conslderation.

Sincerely,

John A. McCone
Director
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Honorable John W. McCormack
Spesker of the House of Representatives
Washington, D. C.

Dear Mr. Spesker:

This letter transmits for the consideration of the Congress a proposed
amendment to the Central Intelligence Agency Act of 1949, as amended. The
proposed bill permits the Agency to improve its retirement program by
authorizing the establishment of o retirement system corresponding to that
of the Foreign Service. The Central Intelligence Agency needs to attract
and retain a force of highly qualified careerists in gpite of its inability
in fact to provide full-term careers for many individual officers. In order
to minimize the adverse effects of necessary programs of managed asttrition
and to preserve its abllity to recruit and retain the high caliber personnel
it needs, the Agency must make reasonable provision for the future of those
individuals who must be separated before completing a full-term career of
thirty or so years. Therefore, Section 3 of the proposed bill adds a new
paragraph (g) to Section 5 of the Central Intelligence Agency Act of 1949,
as amended, authorizing the Director of Central Intelligence to exercise
the suthority available to the Secretary of State under Title VIII of the
Foreign Service Act of 1946, as amended, in order to establish a retirement
and disability system corresponding to that availlable to Foreign Service
Offlicers for a limited number of Agency employees.

Since all provisions pertaining to the retirement of Forelgn Service
Officers are not contained in Title VIII of the Foreign Service Act and
since it is possible that future amendments relating to retirement may
occur elsevhere then in Title VIII, it is necessary to make general pro-
vision for the Director of Central Intelligence to adopt provisions of
law applicable to Foreign Service Officers for Agency employees. Addition-
ally, most of the basic travel allowances and overseas benefits available
to Forelgn Service personnel are suthorized for Agency employees by existing
Section 4 of the Central Intelligence Agency Act of 1949, as amended. How-
ever, amendments to the Forelgn Service Act over the years have of necessity
required the Agency to seek legislation periodically in order to keep such
authorities up to date and uniform with those available to Foreign Service
personnel. Consequently, it is now proposed that the existing Section 4
of the Central Intelligence Agency Act be rescinded by Section 2 of the
proposed bill. In lieu of the rescinded authorities, the new Section U4 of
the Central Intelligence Agency Act authorizes the Director to adopt and
apply to Agency employees provisions of law appliceble to Foreign Service
personnel and to exercise with respect to Agency employees the authority
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available to the Secretary of State for the purpose of heving Agency
employees accorded appropriste benefits, rights, and allowances now
authorized for Foreign Service Officers.

We consider enactment of the proposed bill to be essential to the

effective performance of our mission and would appreciate early and
favorable conslderation.

8incerely,

John A. McCone
Director
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COST ESTIMATES

1. There will be certain increased costs for the administration of the
retirement system. For reasons of efficiency and security, it is considered
esgential that full administration of the Program excluding maintenance of
the fund by the Department of the Treasury (as required by law in the case

of the Foreign Service Retirement Fund

25X1

2. Program costs cannot be estimated with comparable precision. Never-
theless, reasonably valid estimates have been made on the basis of actuarial
experience of the civil service and Forelgn Service systems.

25X1

25X1
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COMPARISON OF FOREIGN SERVICE RETIREMENT AND DISABILITY SYSTEM
WITH PERTINENT PROVISIONS OF THE CIVIL SERVICE RETIREMENT SYSTEM*

*

ow or widower (If survivor
annuity elected by retiring
employce): 34 of all or what-
ever portion of earncd an-
nuity specified as base.
Annuity terminates on
death or remurriage.

Employese’s annuity reduced
b 2{5 percent of 1st $2,400
of any amount specified as
base for survivor benefits
plus 10 percent of the
amount over $2,400 up to
the full amount of em-
gletayee's annuity, if speci-

Children:

A surviving wife or hus-
band: 40 percent of av-
erage salary divided by
number of children
$600; or $1,800 divided
b¥‘ number of children,
whichever is lesser.

Ng‘snu(;vl;"lng wife or Ilms-
: 14 average salary
divided by number of
children; $720; or $2,160
divided by number of
children, whichever ia

lesser.

Children annuities terminate
at age 18 (or on recovery
from incapacity after 18),
marriage or death. On ter-
mination of any child's an-
nulty by death, wife or hus-
band's snnuity by death,

annuity elected by retiring
employee): 34 of all or what-
ever portion of earned an-
nuity specified as buse. An-
nulty terminates only on
death of widaw or widower.

Employee's annuity reduced
br 2% percent of 1st $2,400
of any amount specified as
base for survivor bcnefits
plus 10 percent of the
amount over $2,400 up to
the full amount of em-

lovee’s annuity, if speci-
ed.

Children:

A surviving wife or hus-
band: 40 percent of av-
erage salary divided by
number of children;
$600; or $1,800 divided
by number of children,
whichever is lesser.

No surviving wife or hus-
band: 34 average salary
dlvided by number of
children; $720; or $2,160
divided by number of
children, whichever s

lesser.

Children annuities terminate
at age 18 (or on rccovery
from incapacity after 1B),
marriage or death. On ter-
mination of any child's an-
nuity by death, wife or hus-
band's asnnuity by death,

(¢) @) (3) [O) ®
Ttems CSR FSR S8ection Comments
A. Coverage...oocomuerccnnen.. meemmanen . Government employees gen- All FRO's, plus non-Fr0's 03 Most Staft officers and em-
erally, unless temporary, in- who have served us chiefs of woyees and Foreign Service
termittent or suhject to an- mission for an sgeregate pe- eserve officers are presently
other Federal retirement riod of 20 yeurs or more; covered by CSR.
systein. Forelgn Service Staff
(FS8) officers and employ-
ees with 10 or more years of
%onv.llnuous s‘ervlcu in the
B. Contributions: , oreign Service. .
1. COMPUISOCY .. wveemececceen 64 ll)B"'Gnt of employoe's basic 614 porcent of employoe’s basic Bi1 FSR same as C3R.
sulary, sulury.
Agency contribution of 6% Agency contribution of 6y [ ... De.
percent of employee's basic percent of employee’s basjc
salary. salury.
2. VOIUNtArY. ..oemmmcearcccnmens Maximum 10 percent of totai Maxinium of 10 percent of | ........ Approximately same as CSR.
basic salary recelved since tot.l basic snlary recelved
AUT' 1, 1920. Payable in since July 1, 19300 Payable
multiples of $25. in multiples of | percent.
C. Benefits: i
1, AnDUtants. ..c.oooooeennnn- Annuity.—Rased on high § Basc! on high § average years 821 CSR provides maximum 80
averuge years of salary 134 of sdlary 2 pereent tlmes percent high 5 average. F8R
percent times 5 years, plus totul number years credit- provides maximum 70 per-
134 percent times next 5 able service not to exceed 35 oeni high & average.
years, plus 2 percent times yours.
all years over 10 yenrs of
creditable service. Annuity
not to exceed 80 percent of
Red Redoeed annaily with be Burviving ct d FSR 1d fvorshi
3 T, ueed annuity wit ne- viving children, widowers, 804 rovides survivorshlp
2 uoed annu't:es fits to widow or widower. and dependent widowers bcneﬁpts comparable to those
Corresponding benefits to moy be Included as survivor of C8R.
each dependent child. annultants.
3 vor annuities:
3 anr\(r:) Married participant. .. Rasie general formula.—Wid- Widow or widower (if survivor 821 Important difference in the

SR provision i3 that the
annuity of 8 surviving
widow or widower terminates
only on death of such sur-
vivor.

FSR same as C3R.

INFORMATION TAKEN FROM CHART ENTITLED "COMPARISON OF MAJOR PROPOSED CHANGES IN

THE FOREIGN SERVICE RETIREMENT AND DISABILITY SYSTEM WITH PERTINENT PROVISIONS

OF THE CIVIL SERVICE RETIREMENT SYSTEM" APPEARING IN HOUSE OF REPRESENTATIVES

REPORTS NOS.

MENTS OF 1960.

1890 AND 2104, B6TH CONGRESS, 2D SESSION, FOREIGN SERVICE ACT AMEND-
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4V}
Items

(V)]
CSR

3)
FSR

4)
Section

(O]
Comments

C. Benefits—Continued

(b) Unmarried participant.

4. Death in service:
(a) Widow-widower....-..

(b) Children:

5. Disabllity retirement. ........

(a) Taxexemption..__..
() Bar to double annuity

annuities of surviving chll-
dren are recomputed as
though person whose an-
nuity was terminated had
not survived deceased em-
ployee.

Person in whom annuitant
has insurable interest (if sur-
vivorship and reduced an-
nuity elected): 3¢ of partici-
g{am‘s reduced annuity.

etiring employee's annuity
reduced 10 to 40 percent de-
pendin%] on difference be-
tween his age and age of
person designated to receive
survivor annuity. Survivor
annuity continues for life.

Widow or dependent widower:
% of paruciganl's earned
annuity payable until death
or remarriage or until wid-
ower becomes capable of
self-support.

Children:

A surviving wile or hus-
band: 40 percent aver-
age sslary divided by
number of children;
$600; or $1,800 divided
by number of children,
whichever is lesser.

No surviving wife or hus-
band: ¥ average salary
divided by number of
children; $720; or $2,189
divided by the number
of children, whichever
Is lesser.

After 5 years of clvilian serv-
fce: Bame as full age and
service benefit, (Guaran-
teed 40 percent of average
salary or annulty projected
to age 60 whichever Is
lesser.)

Elective survivor benefits
based on actual years of
service credit.

No provision.. .. .......c.....

It receiving dlsnbmti‘ com-
nsation under ederal
mployees’ Compensation

Act, Sept. 7, 1016, is nat
eligible for annuity for same
period but nat barred from
greater benefit of either act.
Also is not barred from re-
colving. annuity under this
act by reason of own serv-
ices while receiving con-
currentl, any payment
under Federal Employees’
Compensation Act by rea-
son of death of some other
person, If awarded lum

sum under sec. 17 of FEC,
amount covering period be-
yond eflective date of an-
nuity must be refunded to
U.8. Employees’ Compen-

annuities of surviving chil-
dren are recomputed as
though person whose an-
nuity was terminated had
not survived deceased em-
ployece.

Desiznated heneficiary: 4 of
participant’s reduced  an-
nuity. Retiring employee’s
annuity reduced 10 to 40
percent depending on differ-
ence between his age and
age of person designated to
recelve asurvivor annuity.
Survivor's annuity contin-
ues for life.

Widow or dependent widower:
4 of part.lclgunt.‘s earned
annujty payable until death
of surviving widow or de-
pendent widower or until
dependent widower becomes
capable of s¢lf-support.

Children:

A surviving wife or hus-
band: 40 percent of nver-
age salary divided by
number of children;
$600; or $1,8) divided
by number of children,
whichever 13 lesser.

No surviving wife or hus-
band: 54 aerage salary
divided by number of
children; $720; or $2,160
divided by the number
of children, whichever
is lesser.

Excludes from lnitial 5 years’
free credit granted for mill-
tary service for which no
contribution has been made
to the fund. Limitsamount
of extra service credit that
can be accredited to a dls-
ability annuitant to the
difference ‘between his age
at the time of retirement
and the mandator{ retire-
ment age applicable to his
class in the Service.

Elective survivor  benefits
based on service credit upon
which participant’s annuity
i{s computed.

Exempts disability annuity
from Federal income tax.
S8ame as clvil service.........

821

832

832

831

51
831

FSR does not require that the
designated bencficlary have
an insurable (riterest.

FSR provides continuation of
widow's annuity until death
and allows the survivor to
receive the annuity based on
at least 20 years of service.

FSR same as CSR.

F8R same as CSR.

F8R provides minmum serv-
ice credit of 20 years or differ-
ence between age of partici-
pant at time of retirement
and mandatory retirement

e, whichever is lesser,
FSR provides tax exemptions.

FSR same as CSR.
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a
Items

@
CBR

3)
FSR

)
Bection

O]

Comments

O. Benefits—Continusd

6. Discontinued service retire-
ment,

7. Disposition of contributions in
excess of benefits received.

D. Creditable service:

1. Leave without pay.._........

2. District of Columbia employ-
ment.

3. Transfer of funds.._...........

E. Officers recalled or reinstated.........

F. Reemployment of annuitants.._._....

ation Commission or be
deducted from annuity pay-
ments for that purpose.
Deferred annuity payable st
62 if separated employee has
5 years of civilian service

credit.

If deceased individual’s con-
tributions are not returned
in the form of annuity (to
individual or his survivors),
the unreturned contribu-
tions must be paid to s des-
ignated beneflciary; or in an
order of precedence to
v:ldow, children, parents,
ete,

Includes: Leave of absence
without pay granted during
covered employment while
performing active honorable
military service;

Leave of absence without pay
granted during covered em-

loyment while receiving
EC benefits;

Civillan employment with
District of Columbis gov-
ernment.

Noprovision....ccoveuaeoaa .

No provision exactly com-
parable.

Any annuitant reemployed
ufter retirement for nge or
based on voluntary separa-
tlon or an involuntary sepa-
ration for cause, or If retired
for disability and is age 60
or over at the time of re-
employment, retains his
full annuity, but the salary
of his position must be re-
duced by the amount of
apnuity received.

Deferred annuity é)ayable at
age 60 If separated employee
has 5 years of civilian service
cradit.

If deceased Individual's con-
tributions are not returned
in the form of annuity (to
individual or his survivors),
the unreturned ocontribu-
tions must be pald to a des-
fgnated bheneficiary; or in
an order of precedence to
widow, children, parents,
etc,

Includes: Leave of absence
for active military or naval
servioe.

Includes leave of absenoce
granted during covered em-
g‘loymem while recelving

EC benefits.

Includes ctvilian employment
with District of Columbia
government.

Provides for direct transfer to
FAR fund of all regular con-
tributions (with {nterest}
made by officer or employes
to other Qovernment re-
tirethent system under
which previously covered.
Funds transfer discharges
other system of all tenefit
ohiigations based on service
involved.

Recomputation of annuity of
an officer recalled in the
S’ervice and retired a second
time.

Provides that reemployed
Foreign Service annultants
receive full salary of the
position appointed plus por-
tion of their annuity which
when added to the salary
would equal the base salary
received at time of retire-
;nent from the Foreign Serv-
8.

841

851

852

852

871

872

F8R provides payment of de-
ferred annuity at age 60.

F8R alines precedence grovl-
slons with those of CSR,

FSR same a8 CSR.

Do.

Do.

At present persons becoming
participants in FSR system
may purchase prior service
credit by making a special
contribution to FSR fund
for such amount of service
credit as they elect to pur-
chase. The new provision
provides for the automatic
transfer of contributions in
another Government system
to the FSR fund when a
l)erson Fecomes a participant
u the FSR system by trans-
fer from other Government
service,

FSR provides for potential
igber combined income for
mnlxlfloyed Forelgn 8ervice
annuitants and provides au-
thority to reemploy F80O
retired for age.
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EXAMPLES OF COMPARATIVE ANNUITIES

~

CIVIL SERVICE RETIREMENT VS. FOREIGN SERVICE RETIREMENT

Years of Service

High Five Aversge Salary $1.7,570 (top step GS-17)

Annuity

Civil Service

BBV S

50
50
95
55

20
25
25
30
30
35

25
25
30
30
35

25
25
30
30
35

25
25
30
30
35

NOTE:

$ s5,hil
0,905
Ty743
9,32
3,87k
11,631

High Five Average Salary $15,030 (top step GS-15)

L, 629
5,906
6: 59U
8,006
8,ki6
9,949

High Five Average Salary $11,935 (top step GS-13)

3,675
4,690
5,239
6,373
6,707
;,900

High Five Averace Salary $0,860 (top step GS-11)

2,728
3,481
3,889
4,731
4,979
5,865

ATT. 3
o Increase

Foreign Service _ Dollars %
$ 7,008 $ 1,617 30%
8,755 1,880 27%
8,740 1,072 149
10,542 1,160 12%
10,542 663 T%
12,299 668 6%
6,012 1,383 30%
7,515 1,609 2T%
7,515 917 14%
9,018 992 12%
9,018 572 T%
10,521 572 6%
L, 774 1,099 30%
5,967 1,277 27%
5,967 728 144
7,161 - TES 12%
7,161 Lol 7%
8,354 Lsh 6%
3, Sl 816 30%
4,L30 949 27%
4,430 541 1h%
5,316 565 12%
5,316 337 T%
6,202 337 6%

The percentage increase 1s constant for any parti:ular
comblination of age and length of service, regardless

of the salary level to which it 18 applied.
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Agenda for Executive Committee Meeting
Monday, August 13, 1962, 3 p.m.
DCI Conference Room

Legislation for Early Retirement,
(A brief summary of where we stand on our effort to get legis-

lation for early retirement, and what we plan to do this week if
we get permission to go ahead from the Bureau of the Budget.)

National Security Action Memorandum No. 173, "Interdepartmental

Field Visits',
(The DCI wants the Executive Committee to consider a paper on
this subject prepared by the Department of State (attached) and

prepare nominations for the first four team assignments.,)

Funding of NPIC,
(The question is whether NPIC should be funded exclusively by

CIA, or jointly by the participants in NPIC. The Financial Policy
and Budget Committee reviewed this matter and recommends that
the Executive Committee consider the subject. The Director, NPIC,

will be present,)

SECRET |

Approved For Release 2004/01/05 : CIA-RDP80B01676R002400030005-0

i - AL 3 31 i W 531,

G A




i ~nxecutive BRegistry

. Approved For Release 2004/01/05 : CIA-RDPSOBO16Z§§002400h "]

10 August 1962

MEMORANDUM FOR: DDCI«""
Executive Director
DD/P
DD/P (SGO)

At the Special Group (CI) meeting yesterday, there was
considerable discussion of State!s proposal in regard to NSAM
173 (concerning field visits and surveys by interdepartmental
teams). A copy of the NSAM and the State paper are attached.
In the diecussion, General Taylor did not agree with the
DCI's opinion that (a) the teams should not be limited to four
members, but should include all Agencies with specific interests
in the country to be reviewed and that this matter should be de-
cided by the Agencies and not by State; (b) that State should have no
veto on the committee membership, but should be privileged to
comment if it felt the appointed member lacked seniority and
(c) teams should not be given information on CIA covert and
clandestine actions.

State is considering asking Ambassador Bunker to head the
first team which will assemble 15 August, spend 10 days in
indoctrination, then make an on-site study of the Dominican
Republic and Colombia reporting back in late September. It
is to be noted that the teams must be made up of very senior
people. |

Action: The DCI wants the Executive Committee to
consider the State paper and prepare nominations for the first
two and possibly four team assignments.

H. Knoche
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COPY ER 62-5121

The White House
Washington

CONFIDENTIAL ' July 18, 1962

NATIONAL SECURITY ACTION MEMORANDUM NO. 173

TO: The Secretary of State
The Secretary of Defense
The Attorney General
The Chairman, Joint Chiefs of Staff
The Director of Central Intelligence
The Administrator, Agency for International
Development
The Director, United States Information Agency
The Chairman, Special Group (Counterinsurgency)

SUBJECT: Interdepartmental Field Vil,itq

I {eel that there is a need for accelerating our programs for under-

developed countries and for effecting a closer tie batween the Country
Team planning in these areas and the Washington dapartmentl which
partlcipnte in theu- proguml It would seem to ms ﬁut,the technique

and ‘aﬁpliod f.o fhil ilquircment.

To this- end 1 vould uko to have organized & program of field vilita by
senior interdepartmental teams, under State Departmant cluirml.nlhip,
to a number of selected countries, with particular attention to Latin
America. These teams would consult with the Ambassador, his staff
ard lucal officiaie, would review the Country Team plans, and would form
a judgment as to their adequacy, the:r consistency with United States
objectives and the reliability of the intelligence upon which they are based.
Upun return to Washington, the teams wruld submit appropriate recom-
mendations te me, through the Secretary of State, for strengthening United
States activities in the countries visited which, when approved, would
receive the same kind of intensive implementation as that being accorded
‘tre current South Viet-Nam program.

i would iike the Secretary of State, in consultation with the Special Group
(Counterinsurgency) to initiate as a maiter of urgency a program of visita
m’ the kind cutlined Above

'/./ John F “x-nnedy

e, &«,.
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THE SECRLTARY OF STATL
VASHINGTON

CONFIDENTIAL

August /, 1962

MEMORANDUM FOR: sﬁecial Group (Counter-Insurgency)

SUBYECT: Interdepartmental Field Visits

In response to the President's National Security
Action Memorandum No. 173, the Department of State
has undextaken to organize Interdepartmental Teams
for the purpose of implementing the President’s
directives. The purpcse of this memorandum is to
outline the course of action which the Department
of State proposes.

Objectives of the Survey

The State Department views the objectives of
" the proposed surveys 2as followss

1. to ascertain whether our country
team plans are adequate to mest existing

. interests and policy dbjoquvg;w=.na .g‘ e
' based upon reliable intelligence.. .- -

. ‘2. to ascertain uhethor UB Govarnmant
officials under the leadership of the
Anbassador, are pursuing the country team
plans aggressively and effactively enough.
(for example, given the local situation, is
there adequate contact with youth, labor,
opposition and other outside~government groups
as well ag with Government circles.)

i 3. to ascertain
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3. to ascertain whether the Ambassador
is fulfilling his role as leader of the country
team, is familiar with all country team pro-
grams, and is thoroughly aware of all policy
directives from Washington to country team
members .

4. to ascertain the “total image” of
the country team operation in the country
under survey, including the standing of the
Anbagsador and the country team in the local
community.

In pursuing the foregoing objectives, the
gurvey teams will make a cdetailed analysis of the
total American operatiom in the countries under
survey and will attempt, whenever possible, to
apply a standard set of criteria for the assessnent
of all information gathered. The teams will con~
sult with the Ambassador and his staff, as well
as with foreign nationals and Amsriocans resident

- in the countries under survey.

*mem

The pcauun' circumstances .:d.tunq in the

countries to be surveyed will govern both the

composition and size of each team. The teams
will be chaired by representatives of the Department
of State who have had expaerience with the problems
of underdeveloped countries. In addition to the
Department of State, the Department of Defense,
A.I.D., USIA, CIA and other agencies will be
represented as appropriate to the conditions in a
given country. From time to time a public member .
may be added. In no case is it anticipated that

- any team will consist of more than four menbers

plus an exscutive assistant from the Department of
S8tate. .
The Department

CONFIDENTIAL
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The Department of State will decide which
agencies are to pe represented on each team and
will then request those agencies to name
individuals who could serve, regerving the
right to reject any nomination which, in the
judgment of the Department of state, would not
further the basic objectives of the team. It
is anticipated that other agencies will nominate
high-level officials who have broad experience
with developing countries. \

The team will operate as a unit. Each
menber of the team will consider himself re-
sponsible for an evaluation of the whole country
tean: program in a given country and not merely
for that portion pertaining to the normal function
" of the agency he represents.

countries to be visited and Operating pProcedures

o of the Team

- . The first countries to be §1;itod7wili be the
<+ four Latin American countries of the Dominican

t v

Republic, Colombia, Brazil and Argentina.
visits will be planned to ot er

in which the United States has a |

pefore each team goes into the field, it will '
be thoroughly briefed on all matters relating to
the countries to be surveyed. The executive
director of the team will acquire and disseminate
+~ the members of the tean all reports, studies and
Sootives wnich Loove wnl nooring on nd zomerican
operation in the countrscs to pe visited. Inegse
documents will include, but not be 1imited to, the
. ENSP paper, all outstanding policy guidelines,
pepartment of State collection Guides and Require-
ments, Military collection Guides and Requirements,

pescriptions of USIA, A.I.D. and MAP Programs,

PO
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At the conclusion of each field visit, the
team will return to Washington and write its
report for the Secretary of State. The report,
pursuant to the directive contained in NSAM NHo. 173,
will be forwarded by the Secretary of State to the
president. The report will contain both an analysis
of the situation existing in the countries under
survey and specific action recommendations.
Periodic reports concerning the implementation
of approved recommendations will be made to the
president through the Secretary oﬁ,statgﬁby;the
- Department of State and other Depiirtments and
sgiEsess cofAgencies having responsibility fd:“luéh;}gplenonta- ;
© tion. R

The Latin American Project

The first team will visit the Dominican E e -
Republic and Colombia. In addition to a repre- S -
gentative from the Department of State, the tean L :
will consist. of high-level representatives from «‘
the Department of Defenss, CIA, and A.I.D.

The schedule for the .first team is as followas:

August 15-25 - The team will engage in
extensive briefing on the countries tQ be visiteﬁf

- gentexkoer 1 - The team will depart for

the Dominican Régnblic (or Colombia) -

.. Fo later
v | I . ol - F . o
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No later than October 1 - The team will return
to Washington and commence the preparation of its
analysis and recommendations.

By October 10 - The report will be submitted
to the Secretary of State for transmittal to the
President.

A second team will begin its briefing during
the first week of September and will depart for
Brazil and Argentina approximately the middle of
September.

Eﬁ—aAAaﬁaﬂaJL_s

Dean Rusk
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MEMORANDUM FOR: Executive Director

SUBJECT +  Funding of NPIC

1. At & recent meeting of the Financial Policy and Budget
Cormittee, the question of future funding of NPIC was discussed. The
Committee had before it a memorandum from Mr. Iundahl based to a con-
siderable degree on the findings of a review conducted by a committee,
of which | | was the Chairmen. Mr. Lundshl's conclusions
were substentially to the effect that it would be impractical to look
to the Defense Department for a proportionate increase in the numbers
of personnel or in the funds which the Defense Department now contributes
to the support of NPIC. Substantially, all of the personnel employed in
NPIC, with the exception of PI technicians, are supplied by CIA and the
Agency peys substantially all of the dollar costs of the institution.

2. There 1s & split in the Committee as to whether or not the
Department of Defense should pay up to one-half of the costs of NPIC
and contribute up to one-half of the support personnel. This would

3., I have discussed this matter briefly with Gen. Carter and he
has requested that it be scheduled for discussion with the Executive
Conmittee.

— JOHN A, BROSS
Comptroller

ce: Mr. Sheldon
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NPIC/D-130-62
30 July 1962

MEMORANDUM FOR: Assistant Deputy Director (Intelligence)

SUBJECT': Comments on Proposal for Joint PFunding of
National Photograephic Interpretation
Center Budget

1. The subject of joilnt budgeting or joint funding of NPIC by
‘ CIA on the one hand and DOD as represented by DIA on the other has
been under continuocus and constant discussion since January of this
year when the question was raised by the Bureau of the Budget. The
pertinent facts concerning this matter were explored in depth, in

. March, by a committee consisting of | [representing CIA,
25X | !representing DIA and| |representing
an ese facts, along with appropriate discussion, conclusions

and recommendations, were set forth in writing during the latter

part of March. The staff study was considered by the senlor levels

of this Agency and DIA and, to the best of my knowledge, its principsal
conclusions and recommendations were accepted.

2. Frankly, there is little or no new information to be added
to the facts which were gathered at that time. It has been and
continues to be my view that the Director of Central Intelligence
can best be assured of highest quality, timely, continuous, and
uninterrupted production from this activity by retaining the maximum
management control under the aegis of the Central Intelligence Agency.
A diffusion of funding and personnel assignment responsibilities can
only serve to magnify our management, control and production
problems at a time when we are forced to exert continuously our
mexlmum effort to process the volume and maintaein the quality standards
required to properly service the intellligence community.

. 3¢ We are willing and indeed anxious to have DOD supply the
- Center with tralned photo interpreters and technicel personnel.
For Fiscal Years 1963 and 1964 we have asked the military services
to match the CIA contribution of trained PIs to be assigned to the
; national production effort and we are always delighted to bring in
skilled technical personnel for our development programs. These
people, however, are difficult to find and hard to retain. The
“notion that the Services have carloads of them ready to pour into
NPIC 1s a false one. Many of the best qualified PIs the Services
possess’are'already at work in the Center.

vGﬁOUP 1
Excluded from agtomati:

SFLRET l ant
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SUBJECT: Comments on Proposal for Joint Funding of
Netional Photographlc Interpretation
Center Budget

L, In terms of staffing the support services, i.e., mensuration,
plotting, editorial, graphics, photographic laboratory, printing,
‘reproduction, etc., we have not encouraged heavy DOD participation.
Our success to date, measured both qualitatively and gquantitatlvely,
has been due in large measure to the corps of trained, seasoned,
highly dedicated support personnel who have worked impossible hours
over long periods in order to get the work out and keep the quality
up. They feel themselves a very important and permanent part of
this vital business and will do whatever is necessary to ensure
that its product is the finest. To intersperse among them at all
levels rotating military personnel who cannot possibly have the long
term interest or dedication to the work that these people have is
to invite a general weakening and softening of our capability.
Furthermore, a8 in the case of the PIs, these people are not easy
to locate in the military services.

5. Through the staff study, which I mentioned in my first
paragraph, and subsequent discussions, we have evolved with DIA an
understanding of the type of support I feel we need from them. This
pattern of CIA and DIA providing equal numbers of photo interpreters
for national work and CIA providing the support services on a common
concern basis is the one, which in my judgement, will maximize our
efficiency and ability to deliver over the long run and I urge that

you and the Financial Policy and Budget Committee support this position.

6. I am aware, of course, of the problems you and the Committee
face in trying to fit the many Agency programs into a levelled off
or reduced funding package but I must point out that by the same

token it becomes increasingly difficult for us in the Center to engage

in realistic forward planning and negotiating with DIA when we can
.get no firm idea of what the CIA commitment and role is to be. While
the costs of the Center are rising they are still small In comparison
with funds expended for collection or the funds expended by the
military in such exploitation operations as FID, ACIC, AMS, and SAC.
The "paper saving" of several millions of dollars on the Agency's
budget which could be brought about by adopting a joint funding and
staffing concept could prove to be a false economy over the long haul.

ARTHUR €. LUNLAHL
Director
National Photographic Interpretation Center

Enclosures:
Staff Study
Personnel & Funding Statistics

QEFRET
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MEMCRANDUM FOR: Comptroller, DIA
: Asting Canmptroller, CIA

SUBJECT = 1 Otudy Group Repoart on Joint CIA/DIA
Financial Suppaxrt to NPIC

Attached herewith 1g the report of the CIA/DIA/IPIC Study
Group on the subject of CIA/DOD firencial suppurt to XPIC.
It is recomzzendad that this report be appraved by appropriate
euthority of CIA and DIA, and that the recommendaticns oontained
therein be acoeptod as the Joint CIA/DOD position on the subject
in subsequent discussions with the Buresu of the Dudget.

Astachamt

SEGRET
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Probles:

What basis exists for a groater sharing bty the DOD of financial
rasponsibility for the National Photogrsphic Interpretation Ceatert

Background:

1. The Deputy Director, Bureau of thes Dudget, in a letter dated
9 January 1962 to the Director, Central Intelligence, stated,
"Although FY 1963 requirements for NPIC are fully funded in your
budget, discussions with the Depsrtment of Defenss should be
initiated soon with a viev to achieving a greater sharing of
financial responsibility in the future.”

It is reported that the Buresu of the Budget feels a direct
DOD finsncial contribution to NPIC costs would have the effect of
underlining in the Depeartment of Defemse and CIA the "National”
character of APIC and thus act as a deterrent to any possible
duplication of NPIC activity by other Department of Defense
agancies.

2. In a 5 March 1962 meeting of DOD/CIA officials, it vas agreed
that a study should be prepared as e basis for further discussions
of the problem with BOB officials. This is that study.

Facts Bearing ocn the Problem:

1. RBCID #8 (TAB A) states that "A National Photographic Interpretation
Center (NPIC) shall be provided as a service of common concern by
the Directoxr of Central Intelligence in consultation with the
interested msmbers of the USIB" end that 'The Intelligence Board
dspartments and agencles engaged in photographic intelligence
production shall Jointly provide appropriate personnel and other
sywport for the Center, as agreed by them with the Director of
Central Intelligence. BSuch supporting personnel shall de
functiondlly wnder the direction of the Director, NPIC, for

Joint sctivities, but shall remain administratively responsibls
to their parent orgsnimations.”

2. Consistent with parsgraph C.l., the Bervioes are each committed
to provide and for 25 persomnel assigned to KPIC. (Bee letter
from | | to the Director, CIA (UBIB-D-69.2/3) and
subssequent amendment thereof, TAB B.) This force presently 1s
mads up of about sixty photo interpreters and s amall cadre of
supervisory and support personnel. Assuning no change in numbes's
of DOD perscunel, estimated costs to DOD in furnishing these
perscunel for FY 1963 are $72u,500%, -

# Schedule of Military Reimbursement used in preparation of CIA FY 1553
Estimate (3 officers in Grade 0-5 @ $11,100 and T2 officers or civilisns
in Grade O-% or OB equivalent @ $9,600.)

’ﬁ:{"ﬂ’i‘)i{"

Gk
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Facts Bearing on the Problem; (Comt'd)

mtéu;.gmco, stc. without which the PI activity could not take
place. :

1). Looking to the future consideradbls sugemntation of CIA
photo interpretation personnel is planned, but there is
cwrently no corresponding plan for additional DOD photo
interpretation personnel.

Diacussion:

1. The foregoing facts point up tha jJoint opersting posture that
NPIC has assumed since its inception. They fwrther highlight that
DOD 1s a fully active participant in the Center. However, there

1s not novw in operation any system for pooportionate distribution
of KPFIC costs between CIA and DOD. On the other hand, there is

no indication in NSCID 48 that a division of costs was contemplated
or expocted except those resulting from the supply of;persomnel

by DOD to KPIC and such othar "support for the Center as agreed....”

2. BSeveral approaches have been considered by the study growp in
seaking a rational cost distribution in which DOD could assume a
greater share of financial responsibillity for NPIC.

(s) An examination of costs of NMPIC by object was made in

an effort to deternmine whether there existed any allocation
of responsidbility to contributors which would logically
perasit an assignment of budget responsibility by object

clasg cost. It was determined that obJect class per se

414 not lend itself to & formulas for determining distributiom
shares of NPIC cost.

(b) A review of the requirements levied on the Center by
consumers vas considered as a possible yardstick for
division of costas. This approach was rejected on several
grounds, the principeal ¢ne being that requirements vary
across time as to numbers and quantity and quality of work
involved. Also, the element of mutual interest in a given
requiremant is not divisible’

(c) A review of departmental support (a secondary function
of the Center) was made to ascertain whother such support
would provide soms meaningful bssis for allocating the
axpenses of the Center, CIA vis-a-vis DOD. The lack of

a sophisticated cost analysis system alone makss it
impossible to adopt this approach without delving into

the other problems inherent in such an attempt.

3; Under present concepts (C.l. above) a greater sharing by DOD of
financisal responsibilities for the NPIC could He ascomplfihed

»

- 3 -
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Discussion: (Cont'd)

indirectly by increasing the percentage of personnel from DOD payrovlls.
It 13 sssumed that DOD will coutinue to provide a substantial nuuwber
of phot) interpretation and a few key technical pereinnel to the
Center and that tha actual numbaxr may be adjusted upward if reguires
ments so dictate.

3ince the more significant portion of the NPIC Ol cost 1is
involved in support personnel rather than photo interpreters, an
expmination was made of the possibility of an incremse in DJUD
contridbution in the staffing of support activities. It was
detexrmined that in a few support activities DOD paid personnel
could be ebsorbded in swall mumbers by NPIC, e.g., key superviaory
positions, or Graphics Section of the Publicaetions Division, etc.
However, &s & general matter, the mixing of DOD payroll personnel
with CI}\ payroll personnel in support arees of KPIC would create
serious managencnt problems and impair the efficiency of
operation that results vhere support personnel are provided from
a single payroll source. On review of the factors involved in this
epproach, the study group concluded that the current organizationsl
concepts {paregraph C.7. above) calling for support personnel to
be provided primarily from CIA payrolls should be contimued. The
wenagement of NPIC believes that CIA can provide the necesiary support pere
sonnel. However, the door should be left open for augmentation by
DOD, not as & method of splitting the funding but as a method of obtaining
qualified personnsl zhould CIA sources not be able to provide them.

L., fThe study group reviewed the feasibility of applying an across-
the-bosard percentage approach to the division of NPIC costs. BSeveral
related considerations bearing on this approach presented themaelves
as iuportant items for coument in subsequent discussions with the BOB.

(a) The nature of the photographic intelligence material
being xreceived in the Intelligence Comunity dictetes
miltiple exploitation for s vexiety of purposea. These
{nvolve mumerocus epprcaches by sich organizations as
ACYIC, A3, SAC, ¥TD, and NPIC. Considerable direct
benefits accrue to all wembers of USIB from each of these
efforts. Likewiee, there’ sare also pany indirect benefits
derived from the over-all and varied spproaches to the
source, specifically in R&D, equipwent developwent, ets.
It 13 suggested that the totality of exploitation by

all organizations tends to offset and balance any
contribution by one oingle orgmnization. ILooking at the
problems posed in this paper, from this over-all context,
RPIC represents but a small part of the Intelligence
Community total investment in organizations exploiting
the source data. (This does not take into account
eollection costs.) The greater portion of over-all
exploitation cost is provided by the Department of Defeuss.

gl
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Discussion: (Cont'd)

(b) The ITA charter assigns clear rezponsibility to DIA
to plan, coordinate, and manngs Depertment of Defense
intelligence activitises so as to achieve efficiency and
econony. The Bareau of the Budget proposal for Joint
budgeting for NFIC neither aids nor restricts the fulfill-
mant of ths aforementioned DYA responsibility.

(¢) There exists precedent in the Intelligence Commmity
for joint Center operations without budgetary divisionm,
e.g., |Hational Indications Center,

. Coordination Ftaff of the DCI, etc. While it is recognised
these functions are not in the size or the magnitude of

. RPIC, the principle governing this community relationahig
waintains a precedent for the currvent practices at NFIC.
Also, there exists precedemece for a single Agency pro-

viding the "
' concern" (1.0.:|

8. Aspuming e declisions is made, neverthsless, to spportion costs
botween CIA-DOD on some arbitrary basis cuch as a 50-50 split, the
study group found no serious administrative problems in Joint
budigeting or in security thereof. It is felt that a buldget can
be developed within NPIC satisfactory to both CIA and DOD.
Hovever, ground rules for the administration of the funds would
nosd to be defined and worked out Jointly. Under present
organizationaarrangements, the Deputy Director of NPIC is also
the principal DIA represontative to the Center and as euch

could be fully involved in both the formulation and execution

of the HPIC programs snd budgete. It is noted that in meetings
referenced B.2. above, it was agreed by CIA/IIA representatives
that under vhatever arrsngement evolved RPIC would continue to

be administered by CIA through the Director, KPIC, with DOD
providing its share as a reimburscment and/or advance to CIA.

T. As regaxds hearings before the Appropriations Comnittes, that
portion of HPIC costs contained in the DOD budget would be handled
on & classified basis, and any required elaboration snd/or further
Justification for the NPFIC item can be handled, as appropriate, by
ths Canptroller, DIA, with mexbers of the Appropriations Committee
vho nov reviev the CIA budget.

| Conclusions:

1. Thet NPIC is substentively operating as a "National"” Center
with full DOD participation in complisnce with the intent and
mathod prescribed in KSCID #8.

L -8 a
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Conclusions: (Cont'd)

2. That no accurate mcthod exicts for determining a falr division
of costs for NPIC between or among the participants at the Center.

3. That thers appear to be no advantages vhich accrue to the sub-
stantive joint operations of KPIC by increasing the DCD share
of cost responsibility for NPIC.

4, That limited increases in the DAD contribution can be nade
by the agsigmment of additional DOD paid personncl in the PI

and technical fields. Substantial increases can only be achieved
by adopting a toral Joint staffing concept for all activities of
the Center and this approach has significant offsctiing dis-
sdvantages.

5. That an arbitrery division of total cost on & 50-50 basis can
be underteken without any hampering administrative, budgetary,
or gsccurlty factors.

Recormendations:

1. That there be no change in current buldgeting policy for the
KPIC.

2. That CIA continue to provide the bulk of the personnel for
the support activities.

3. That additional sharing by DOD of NPIC costs be provided
indirectly as required primarily in the form of additional
personnel for substantive activities.

Date ]
Central Intelligence Agency

Date [ |

National Photographic Interpretation Center

Date

I I
Colonel, Corps of Engineers
(representing DIA)
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